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Income inequality and the truth that income gap has been widening in recent 
years has been key issue in the economic development process of China. The 
widening income gap makes direct impacts on our living standards, directly hinders 
the sustainable economic development, and causes series of serious social problems. 
Thus income inequality is the most urgent problem China has to solve in current 
development process. It is the most important and effective way in China to shorten 
the income gap for government by means of fiscal expenditures on income 
redistribution. However, we neglects efficiency of fiscal expenditures in promotion of 
income adjustment and the growing income disparities have not been satisfactorily 
resolved. Basing on the reality, this paper does research on income redistribution 
efficiency of China's fiscal expenditures. 
Firstly, the paper reviews related domestic and foreign literature and summarizes 
contributions and deficiencies of existing domestic and international literature. On this 
basis, the paper establishes a theoretical model to analyze the income redistribution 
efficiency of China's fiscal expenditures and explains related theory about income 
redistribution functions between the central and local governments. Besides, 
combining with the reality and requirements of improving public finance, the paper 
analyzes relations of redistribution between the central and local government of China 
in reality. 
Secondly, this paper analyzes the current situation of China's income gap and 
redistribution functions of fiscal expenditures. In this paper, the income gap in China 
is divided into three categories, namely urban-rural income inequality, regional 
income inequality and industry income inequality. On one hand, the article describes 
the present situation of the three categories of income gaps in China. On the other 
hand, it comprehensively analyzes the performance of fiscal expenditures on income 
redistribution. Through analysis on the financial status, the amount and structure of 
fiscal expenditures on redistribution between central government and local 
government in China, the article does a detailed description about the status of the 













Again, this article divides the efficiency of income redistribution of China's fiscal 
expenditures into three organic parts: allocation efficiency, technical efficiency and 
system efficiency, then respectively discusses them. The paper investigates allocation 
efficiency of fiscal expenditures on income redistribution from the perspective of 
transfer payment system of the central government to local government. It 
investigates technical efficiency of fiscal expenditures on income redistribution from 
the aspect of the performance of local government expenditure on shortening income 
gap in the existing system. It also investigates the system efficiency of fiscal 
expenditures on income redistribution from the view of evaluation of existing fiscal 
budget system and the transformation of fiscal budget system. According to the 
definition of the three kinds of efficiency, the paper combines theoretical analysis and 
empirical analysis to do detailed calculation and analyze these three kinds of 
efficiency. 
Finally, by a detailed analysis of these three kinds of efficiency of fiscal 
expenditures on income redistribution, this paper gives some policy recommendations 
on improving the efficiency of fiscal expenditures on redistribution in China. It 
suggests our government should not only focus on improving allocation efficiency, 
technical efficiency and system efficiency respectively, but also pay attention to 
enhancing the coupling effects among these three kinds of efficiency in the short, 
medium and long term. It’s useful for the government to play an active role in income 
redistribution by taking advantage of the fiscal expenditures and properly regulate the 
levels of income disparity in China, so as to solve China's income inequality. 
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